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Technical Updates

Tax law changes implemented after this product was published may cause various forms,
tables, and worksheets to change. The supplemental changes (if any) are normally available in
mid-December on www.irs.gov (keyword: Community Network).

Technical updates are also conveyed in Volunteer Quality Alerts during the filing season on
www.irs.gov. Also, consult your course instructor and/or site coordinator.

Department of the Treasury — Internal Revenue Service
Volunteer Agreement
Standards of Conduct — VITA/TCE Programs

The mission of the VITA/TCE Program is to provide free basic tax return preparation for
eligible taxpayers. VVolunteers are the program's most valuable resource. To establish the
greatest degree of public trust, Volunteers have a responsibility to provide high quality
service and uphold the highest of ethical standards.
As a participant in the VITA/TCE Program, | agree to the following standards of conduct:

« | will treat all taxpayers professionally, with courtesy and respect.

« | will safeguard the confidentiality of taxpayer information.

« | will apply the tax laws equitably and accurately to the best of my ability.

* | will only prepare returns for which | am certified. (Basic, Advanced, etc.)

« | will exercise reasonable care in the use and protection of equipment and supplies.

« | will not solicit business from taxpayers | assist or use the knowledge | have gained
about them for any direct or indirect personal benefit for me or any other specific
individual.

* | will not accept payment from taxpayers for the services | provide. | may receive
compensation as an employee of a program sponsor.

TaxWise” is a copyrighted software program owned by CCH Small Firm Services® (CCH). All
screen shots that appear throughout the official Volunteer Income Tax Assistance (VITA) and Tax
Counseling for the Elderly (TCE) training materials are used with the permission of CCH. The
screen shots used in this publication—or any other screen shots from TaxWise or its affiliated
programs—may not be extracted, copied, or distributed without written approval from the IRS
SPEC Office of Education and Product Development.

Confidentiality Statement

All tax information received from taxpayers in your volunteer capacity is strictly confidential
and should not, under any circumstances, be disclosed to unauthorized individuals and should
be properly safeguarded.

All persons, scenarios and addresses appearing in this product are fictitious. Any resemblance to
persons living or dead is purely coincidental.
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What's New for 2008

______________________________________________________________________________________________________________________________|
Important Tax Law Changes for 2008

Recovery Rebate Credit

Individuals who did not receive an economic stimulus payment based on their 2007
return, or received a reduced payment amount, may be eligible for a recovery rebate
credit on their 2008 return.

Standard Deduction Amount Increased

The standard deduction for most taxpayers who do not itemize deductions on Schedule
A (Form 1040) has increased:

« $10,900 - Married Filing Jointly or Qualifying Widow(er)
+ $8,000 - Head of Household
« $5,450 - Single or Married Filing Separately

Limits Increased for Itemized Deductions

Taxpayers with an adjusted gross income above a certain amount may lose part of their
itemized deductions. In 2008, this amount is increased to $159,950 ($79,975 if Married
Filing Separately).

Exemption Amount Increased

The amount each taxpayer can deduct for each exemption increased to $3,500.

Phaseout of Exemption Amount

Taxpayers with an adjusted gross income above a certain amount may lose part of the
benefit of their exemptions. The amount at which the phaseout begins depends upon
the filing status. For 2008, the phaseout begins at:

« $119,975 - Married Filing Separately

+ $159,950 - Single

+ $199,950 - Head of Household, and

« $239,950 - Married Filing Jointly or Qualifying Widow(er)

Standard Mileage Rate

* Business-related mileage
From January 1 through June 30, 2008, the standard mileage rate for the cost of
operating a car, van, pickup, or panel truck for business use is 50.5 cents a mile.
From July 1 through the end of 2008, the standard mileage rate increased to 58.50
cents per mile.
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* Medical and move-related mileage
From January 1 through June 30, 2008, the standard mileage rate for the cost of
operating a vehicle for medical reasons or as part of a deductible move is 19 cents
per mile. From July 1 through the end of 2008, the standard mileage rate for medical
and move-related mileage increased to 27 cents per mile.

* Charitable-related mileage
For 2008, the standard mileage rate for the cost of operating your vehicle for chari-
table purposes remains at 14 cents per mile.

Earned Income Credit (EIC)

« Amount of credit increased
For tax year 2008, the maximum credit is:

- $4,824 for more than one qualifying child
- $2,917 for one qualifying child
- $438 for no qualifying children

* Earned income amount increased
To be eligible for a full or partial credit, the taxpayer must have earned income of at
least $1 and adjusted gross income less than:

- $38,646 ($41,646 if married filing jointly) and more than one qualifying child
- $33,995 ($36,995 if married filing jointly) and one qualifying child
- 12,880 ($15,880 if married filing jointly) with no qualifying children

* Investment income amount increased
Taxpayers whose investment income is more than $2,950 cannot claim EIC.

* Advance payment of the credit
Qualifying taxpayers can get advance payments of the credit up to $1,750 from their
employer with their pay.

* Nontaxable combat pay election
The election to include nontaxable combat pay in earned income for purposes
of computing earned income credit was made permanent in taxable years after
December 31, 2007.

Earned Income Amount for Additional Child Tax Credit

For 2008, the minimum earned income used to figure the additional child tax credit
increased to $12,050.

Social Security and Medicare Taxes

The maximum amount of wages subject to the social security tax for 2008 is $102,000.
There is no limit on the amount of wages subject to the Medicare tax.

Income Limits Increased for Student Loan Interest Deduction

For 2008, the amount of the student loan interest deduction is phased out for taxpay-
ers who are married and file jointly and whose modified adjusted gross income (MAGI)
is between $115,000 and $145,000. If the MAGI is $145,000 or more, no deduction is
allowed. Married taxpayers who file separately do not qualify for the student loan inter-
est deduction.

2
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For Single, Head of Household, and Qualifying Widow(er) filing statuses, the student
loan interest deduction is phased out for taxpayers whose MAGI is between $55,000
and $70,000. If the MAGI is $70,000 or more, no deduction is allowed.

Hope and Lifetime Learning Credits

* Income limits for credit reduction increased
For 2008, the amount of the Hope or Lifetime Learning Credit is phased out for
taxpayers whose modified adjusted gross income (MAGI) is between $48,000
and $58,000 ($96,000 and $116,000 for a joint return). Taxpayers cannot claim
an education credit if their MAGI is $58,000 or more ($116,000 or more for a joint
return).

* Hope Credit
For 2008, the amount of the Hope credit (per eligible student) is the sum of the
following:

1. 100% of the first $1,200 of qualified educational expenses paid for the eligible
student, and

2. 50% of the next $1,200 of qualified education expenses paid for that student

The maximum amount of the Hope credit in 2008 is $1800 per student.

Deductible Long-Term Care Premium Limits Increased

For 2008, the maximum amount of qualified long-term care premiums includible as
medical expenses has increased. Qualified long-term care premiums up to the amounts
shown below can be includible as medical expenses on Schedule A (Form 1040).

e $310 - Age 40 or under

« $580 - Age 41 to 50

« $1,150 - Age 51 to 60 The limit on premiums is for
each person.

+ $3,080-Age 61to 70

+ $3,850 - Age 71 and over

Income Limits Increased for Reduction of Education Savings Bond
Interest Exclusion

For 2008, the amount of the interest exclusion is phased out for taxpayers — Married
Filing Jointly or Qualifying Widow(er)s — whose modified adjusted gross income (MAGI)
is between $100,650 and $130,650. If the MAGI is $130,650 or more, no deduction is
allowed.

For all other filing statuses, the interest exclusion is phased out for taxpayers whose
MAGI is between $67,100 and $82,100. If the MAGI is $82,100 or more, no deduction
is allowed.

Investment Income of Children Under a Certain Age

The rules regarding the age at which a child’s investment income may be subject to

tax at the parent’s rate changed to include a child who is 18 or a student under age 24,
whose earned income is not more than one-half of the child’s support. The amount of
taxable investment income these children can have without it being subject to tax at the
parent’s rate has been increased to $1800 for 2008.
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Maximum Tax Rate on Qualified Dividends and Net Capital Gain Reduced

The 5% maximum tax rate on qualified dividends and net capital gains is reduced to
0%. The 15% maximum tax rate on qualified dividends and net capital gain has not
changed.

Self-Employment Tax

Self-employment tax consists of two parts, social security and Medicare. The maximum
amount of net earnings subject to the social security part of the self-employment tax for
tax years beginning in 2008 is $102,000. All net earnings of at least $400 are subject to
the Medicare part of the tax.

Traditional Individual Retirement Arrangement (IRA) Contribution and
Deduction Limit

The contribution limit to a traditional IRA in 2008, is the smaller of the following
amounts:

« $5,000 or
» The taxable compensation for the year.

For taxpayers that will be age 50 or older before 2009, the most that can be contributed
to a traditional IRA in 2008 is the smaller of:

- $6,000 or

» The taxable compensation for the year.

Modified Adjusted Gross Income (AGI) Limit for Traditional IRA
Contributions Increased

If a taxpayer is covered by a retirement plan at work, the deduction for contributions to
a traditional IRA is reduced (phased out) if the modified AGl is:

» More than $85,000 but less than $105,000 for a married couple filing a joint return or
a qualifying widow(er)

» More than $53,000 but less than $63,000 for a single individual or head of house-
hold

+ Less than $10,000 for a married individual filing a separate return

If only one spouse is covered by a retirement plan at work, and the taxpayers live
together or file a joint return, the deduction is phased out if the modified AGI is more
than $159,000 but less than $169,000. If the modified AGl is $169,000 or more, no
deduction for contributions to a traditional IRA is allowed.

Modified AGI Limit for Retirement Savings Contribution Credit Increased

For 2008, taxpayers may be able to claim the retirement savings contribution credit if
their modified AGI is not more than:

+ $53,000 for filing status Married Filing Jointly
+ $39,750 for filing status Head of Household
« $26,500 for filing status Single, Married Filing Separately, or Qualifying Widow(er)
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Foreign Earned Income and Housing Exclusions

For 2008, the maximum foreign earned income exclusion increased to $87,600.
The base housing amount increased to $38.30 per day or $14,016 for an entire
calendar year.

Exclusion on Sale of Main Home by Surviving Spouse

For personal residence sales after 2007, a surviving spouse may exclude a gain
of up to $500,000 as long as the home was sold no later than two years after the
spouse’s death.

Suspension of 5-year period during service with the Peace Corps

Peace Corps volunteers may elect to suspend the 5-year test period for ownership and
use requirements applicable to the tax exclusion of gain from the sale of a personal
residence while serving outside the United States.

Additional Standard Deduction for Real Property Taxes

A deduction for property taxes of up to $500 for single filers and $1000 for joint filers is
allowed for taxpayers who do not itemize.

Refundable First-Time Home Buyer Tax Credit

First-time low and moderate income homebuyers may claim a refundable credit equal
to 10% of the purchase price of the home, up to $7,500 ($3,750 for married individuals
filing separately). Unlike other credits, this first-time homebuyer credit must be repaid
over 15 years. It is essentially an interest-free loan for qualifying homeowners.

Form 8888, Direct Deposit of Refund to More Than One Account

Information was added to Form 8888 General Instructions about direct deposits of
refunds to TreasuryDirect online accounts.

Expired Tax Benefits

The following tax benefits have expired and will not apply in 2008:

» Deduction for educator expenses in figuring AGI / -ﬁ \

* Tuition and fees deduction At the time this publication

« Deduction for state and local general sales taxes went to print, Congress was
considering legislation that

 District of Columbia first-time homeowner credit would reinstate these benefits.

(for homes purchased after 2007) To find out if this legislation

was enacted, go to www.irs.

* Nonbusiness energy property credit gov for current information on

. . o tax changes.
* Qualified charitable distributions from an IRA \ j
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Course Introduction
|

Welcome

Welcome to the Volunteer Income Tax Assistance (VITA) and Tax Counseling for the
Elderly (TCE) Process Based Training Guide. We're glad you decided to take
advantage of this challenging, yet rewarding experience as an important player in the
tax administration process. The primary goal of the VITA/TCE program is to provide
free tax return preparation for eligible taxpayers that is accurate and complete.

Introduction

In order to be a successful tax preparer, you need to:

» Understand and have compassion for all types of people

* Know where and how to get the “right answer”

» Understand and apply tax law, and

* Prepare accurate returns

This course provides you with the guidelines and tools needed to prepare an accurate

return for each taxpayer. Unlike most classes, there is no need to memorize a lot of
information — everything about this course is open book.

This training material will introduce you to the major components of the VITA/TCE
return preparation process and demonstrate how they contribute to your ultimate
goal — preparing a complete and accurate return. The components of the process are:

» Screening and interviewing taxpayers using Form

13614-C, Intake/Interview & Quality Review Sheet  / . \

or approved alternative form
The process to complete an

» Understanding and applying tax law accurate return is the same
] ] ] whether you prepare tax
+ Using references, resources, and tools including returns using computer soft-
TaxWise®, the IRS-provided return preparation ware or prepare the return on

software @per' J

» Conducting quality reviews

Your ability to prepare an accurate return will be measured in two ways:

1. The testing and certification process — used initially to gauge your understanding of
the return preparation process

2. Quality review results of the returns you prepare — demonstrate your proficiency in
all aspects of the process

If you gain an understanding of tax law and follow the VITA/TCE process, you should
complete an accurate return each and every time.

This course is designed to guide you through the basics of tax law and tax return
preparation using all the components of the process. You will learn how to use all your
resources to find the answers to frequently asked questions and assist taxpayers in
filing an accurate and complete return.

*TaxWise® is a copyrighted software program owned by Universal Tax Systems, Inc.® (UTS).
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Objectives

After completing this course, you will be able to:

Solicit appropriate information from the taxpayer to
complete an accurate tax return

Use your resources to determine if the taxpayer
must/should file a return

Accurately fill out Forms 1040EZ, 1040A, and 1040
with or without computer assistance

Use your resources to accurately answer questions
about filing a tax return

Use your resources to accurately and appropriately
select and fill out additional forms and schedules
that should accompany each return

Use your resources to find answers to any
questions regarding filing a tax return

Test and become certified to be a volunteer tax
return preparer

In this lesson you will learn about:

1.

The course of study as presented in this book and
the associated workbook, test, and reference books

Important information about the VITA/TCE program
and the role of the volunteers

The approved VITA/TCE process for preparing
tax returns

At the end of this lesson you will be able to describe:

The major features of the course materials
The major components of the VITA/TCE process
The rights and responsibilities of a volunteer

The resources available to assist you

Your course instructor will provide the technical publi-
cations and forms required for this course.

What is included in this guide?

What do | need?

O Approved Intake and
Interview Sheet

Approved Quality Review
Sheet

Volunteer Resource Guide
Publication 17

Publication 4491
Publication 4491-W

Form 6744

Form 13222

Form 13615

Optional:

O

Ooo0oooooao

Publication 3
Publication 596
Publication 972
Publication 4299
Publication 4403
Publication 4575
Form 13645

Internet Access (optional
but highly recommended)

Ooo0ooooooao

o \

Prior to assisting taxpayers at
the VITA/TCE Site, be sure to
complete the “Are You Ready
to Get Started?” assessment
in the front of the Volunteer
Qesource Guide.

/

Seek feedback from your
sponsor about the accuracy

rate of the returns completed
at your site.

This guide consists of this introduction and 35 lessons presented in basically the
same order as the major sections of Form 1040 (for example, Label, Filing Status,
Exemptions, Income, Adjusted Gross Income, Taxes and Credits, Other Taxes,
Payments, and Refund/Amount You Owe sections). Each lesson typically incorporates
the following components:

The VITA/TCE program’s integrated process for preparing accurate tax returns

Instructions for completing a tax return using TaxWise software

1-2
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Concise explanations of basic tax law relevant to taxpayers with low to moderate
incomes

An ongoing scenario of a profiled taxpayer, Vanessa Franklin, to demonstrate the
process of interviewing a typical taxpayer, using the research tools, and preparing
an entire Form 1040. Appendix A contains the interview with Vanessa. Appendix B
contains Vanessa'’s tax return documentation, completed tax return, and support-
ing forms and worksheets, as well as her intake/interview and quality review sheet.
Appendix A and B are perforated and can be pulled out, if desired.

Exercises providing you with the opportunity to check your understanding of
the content

A listing of forms and references you'll need for / - \

each lesson in the “What do | need?” section :
Before using any form

Tips, Cautions, and TaxWise Hints to help you imprinted with a “draft as of

remember key points in each lesson [date]” watermark, be sure to
compare the final forms from
WWW.irs.gov or a new

Draft forms — since these training books are printed Publication 17, an Instruction

before all tax forms for the next year have been booklet (e.g. Form 1040
finalized, some of the forms shown in the train- Instructions) or other publica-
ing materials have an imprinted “draft as of [date]” tion. If there are differences,
watermark. These forms may be found in this book then make sure you under-
o y ] ! stand the reasons for the
Publication 4491-W, Workbook Comprehensive changes between the final
Problems and Practice Exercise, and Form 6744, product and the form in the

training materials before help-

Volunteer Test/Retest. Final copies of the products ; ; i

. . ing taxpayers with their

can be found at www.irs.gov by the beginning of the | o¢,ins.

tax year, and may have supplemental changes. K J

There are five courses presented in this publication, each representing a level of
certification. The first seven lessons apply to all levels of certification. Beginning in
Lesson 8, the level of certification for the subject being covered will be indicated by
the following icons:

Basic covers the completion of wage earner type returns.

Intermediate covers completion of returns for wage earners who
receive pension income, and more complex Forms 1040. It requires
completion of the Basic course.

Advanced covers the completion of the full scope of returns. It requires
completion of the Basic and Intermediate courses.

Military covers the full scope of returns presented by members of the
Armed Forces, Reserve, and National Guard. It requires completion of
the Basic and Intermediate courses.

International covers the completion of returns for non-Military taxpayers
living outside the United States who are assisted by volunteers working
at U.S. Embassies and Consulates or other areas. It requires comple-
tion of the Basic and Intermediate courses.

«® X WU
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Icons are displayed after the lesson title. If a section of a lesson is associated with
only one certification level, the corresponding icon is displayed at the beginning of
that section.

3

If no icons are displayed in a section, all icons displayed after the lesson title apply

What is process based training?

Process based training is a structured, fact-gathering process to help you prepare an
accurate return. To complete the process, you will;

In most cases, when you have completed the return,
it will be filed electronically. There should only be rare
instances when the taxpayer may need to mail the tax
return to the IRS.

What will | learn from this guide?

Use the intake questions from Form 13614-C, Intake/Interview & Quality Review
Sheet or approved alternative form to screen the taxpayer for eligibility, and prepare
the return.

Use reference materials, such as Publication 4012, Volunteer Resource Guide,
Publication 17, Your Federal Income Tax for Individuals, and TaxWise help features
as well as other resources available at your site, to prepare the return. These materi-
als will provide you with standardized questions to ask during your interview with the
taxpayer in order to help you prepare a 100% accurate tax return.

Use an approved quality review sheet to check the quality of all completed returns.
Adhering to a quality review process helps ensure high quality returns at all VITA/
TCE program sites.

IRS e-file is a quick and easy
alternative to traditional paper
returns. Most VITA/TCE
volunteer sites are now set
up for electronic filing using
TaxWise software.

When you have completed this guide, you will be able to:

Become a certified volunteer tax return preparer by taking the test(s) located in the
Link and Learn Taxes e-learning course on www.irs.gov (or on paper if this option is
not available to you)

Conduct the initial interview and screen the taxpayer using an approved intake and
interview sheet

Determine whether the taxpayer is required to file a tax return

Use reference and technical materials, such as the Volunteer Resource Guide and
Publication 17, to ensure that you ask the correct questions during your dialog with
the taxpayer, in order to prepare an accurate and quality tax return

Correctly complete a 1040 series return, as well as accompanying tax forms,
using TaxWise

Use the quality review process to check the taxpayer’s return
Conclude the interview and assemble the return

Prepare the return for electronic filing using TaxWise, a copyrighted software
program owned by Universal Tax Systems and licensed by the IRS for use at
VITA/TCE sites
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Evaluations are an important part of our continuing efforts to improve the training
offered to volunteers. We appreciate feedback as it is a vital contribution to the success
of the program. A course evaluation form (Form 13222, Student Evaluation) is included
in your Kit.

What other resources are available to help me learn?

Publication 4491-W, a companion book to this course, provides many opportunities to
practice tax return preparation using the information taught in this guide.

Directions at the end of many lessons identify specific problems in Publication 4491-W
that will allow you to practice the lesson material. Although it might not be possible to
work each exercise suggested with the knowledge you have at that point, at the end
of the course, you will have the opportunity to complete all of the comprehensive prob-
lems and exercises in Publication 4491-W.

You may use the Practice Lab integrated with the online course, Link & Learn Taxes, to
complete exercises, practice returns, and test scenarios using TaxWise.

What are my responsibilities as a VITA/TCE program volunteer?

As a VITA/TCE program volunteer, you have a responsibility to provide quality service
and to uphold the ethical standards of the program. When you begin as a volunteer,
you will be asked to sign Form 13615, Volunteer Agreement, Standards of Conduct,
which states that you will adhere to these standards:

» Treat all taxpayers professionally, with courtesy and respect.

» Safeguard the confidentiality of taxpayer
information.

Identity theft is a growing
problem and you need to do

all you can to prevent taxpayer
information from ending up in
the wrong hands.

* Apply the tax laws equitably and accurately to
the best of your ability.

* Only prepare returns within the scope of your
training and experience.

» Exercise reasonable care in the use and protection
of equipment and supplies.

» Do not solicit business from taxpayers you assist or use knowledge you gained
about them for any direct or indirect personal benefit for you or any other individual
or organization.

» Do not accept payment for services provided. (Note: You may receive compensation
from your site sponsor.)

Ensure the standards addressing return
preparation are followed. These include becoming
certified, using the intake and interview process, Do not solicit or accept
using reference materials, using the approved quality payment from taxpayers for
. . . services you provide.
review process, completing the steps to electronically
file tax returns, and adhering to the privacy and
confidentiality guidelines.

Course Introduction
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Am | legally liable for returns | prepare?

Because they accept payment for preparing a tax
return, paid preparers are legally liable under federal
law for the returns they prepare. VITA/TCE program
volunteers are not considered paid preparers. This
means you cannot accept payment of any kind from the
taxpayer for preparing a federal tax return or for providing any other tax-related assis-
tance. You are also protected by the federal Volunteer Protection Act of 1997, as long
as you are acting within the scope of your volunteer responsibilities and the harm was
not caused by willful or criminal misconduct.

Access a copy of this Act
on the Internet by typing
“Volunteer Protection Act of
1997” into any search engine.

How do | maintain the taxpayer’s trust?

Taxpayers will trust that all information you receive from them is protected from
disclosure. To maintain this trust:

* Do not disclose any personal tax information gained as a result of the
service provided.

» Do not openly discuss taxpayers by name in the presence of other volunteers or
taxpayers. You may discuss tax situations with other taxpayers and volunteers.
For example, a volunteer may refer to a situation (not a taxpayer) and ask or give
advice about the appropriate tax treatment for that specific situation.

* Do not retain taxpayers’ documents for a follow-up visit. If you cannot fully complete
the taxpayer’s return at the time of service, return all documents to the taxpayer.

* Do not take taxpayers’ information for preparation
of the return outside the presence of the taxpayer,
unless it is for a quality review. Be sure to explain
to the taxpayer what you are doing with their
information.

More information can be
found in Publication 4299,
Privacy and Confidentiality
— A Public Trust.

* Do not prepare a tax return when you suspect an

individual is not providing truthful information.

Some individuals may attempt to defraud the government by filing false tax returns. If
you have any question at all about the validity of information provided by a taxpayer,
or are uncomfortable with a taxpayer situation, discuss your concern with your Site
Coordinator or another individual in charge of the site.

There are many cases each year in which a couple files a joint return and then later,
one or both individuals file a return as Head of Household, using the same dependent
information. Since only one original return can be filed each year using any given social
security number, this scenario can cause a delay in processing any or all of the returns
associated with that social security number. Credits
and/or deductions may be disallowed. If you are assist-
ing a taxpayer whom you believe fits this scenario, You are the key to the integrity
consult with your Site Coordinator. of the VITA/TCE program.

What types of returns can | prepare?

It is important that you assist only with returns, supporting schedules and forms for
which you have been trained and certified. The training resources and tools discussed
in this guide only support the completion of a basic Form 1040 and associated tax

1-6
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forms. A complete list of what is within the scope of
the VITA/TCE program can be found in the Volunteer
Resource Guide (Tab 14).

Remember to refer taxpayers
with tax situations outside your
scope of training, experience

and certification to your Site
Coordinator and/or a profes-
sional tax preparer.

How does the IRS identify
volunteer-prepared returns?

Each paper or electronically filed return should be
identified with the appropriate site identification number
(SIDN) to ensure that all volunteer-prepared returns are readily identifiable by the
Internal Revenue Service. Your SIDN is an 8-digit number preceded by the “letter S”
which must be entered on all returns you prepare (Form 1040, Form 1040A, and Form
1040EZ) — both paper and electronic. Your Site Coordinator provides this number along
with other necessary guidelines for completing the return.

The SIDN should appear in the “Paid Preparer’s Use Only” section of the return and will
be discussed in detail in Lesson 19, Quality Review of Tax Return.

Will | receive certification as a trained volunteer?

To participate in the VITA/TCE program, you must pass at least the Basic certifica-
tion test. After your Basic certification, you can test for Intermediate certification. Once
you have achieved both of these certifications, you may test for any or all of the other
certifications (Advanced, Military, and International). You may take online tests that are
available in the IRS’ Link and Learn Taxes e-learning course on www.irs.gov. Online
testing is fast and efficient; you will know immediately if you have passed and can print
out the certification for your Site Coordinator. Volunteers who do not pass the test the
first time may review the course material and try again. A paper test (Form 6744) may
also be available. Talk with your facilitator or Site Coordinator for more information on
these options.

All volunteers must complete and pass the IRS test before training others in how to
complete tax returns, preparing tax returns, transmitting tax returns, or conducting
quality reviews on completed returns.

If a volunteer does not achieve the minimum required score on the Test or the Retest
they are encouraged to participate in the program in another capacity such as greeter,
publicity/communication, or resource acquisition, among others.

When you pass the test, your Site Coordinator or instructor may provide you with a
VITA/TCE program Wallet Card, Form 13645.

The Wallet Card was created to acknowledge the e
accomplishment of certified volunteers, as well as to @

assist internal and external stakeholders in identifying You may take the test for this

certified volunteers. This credential provides an course online and receive
biecti that h tered h immediate feedback. Your test
objective measure that you have mas ered enoug is scored online. If you pass,
tax law to prepare returns. If provided, you should you can print your Volunteer
bring your Wallet Card to the tax preparation site for Agreement or course certifi-
identification purposes. @te from Link & Learn. J
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Are there other materials available to assist me?

When you arrive at the tax preparation site, your Site Coordinator will assist you with
your resource needs. Your site may even have a technical research library from which
you can access various forms, publications, and worksheets.

You should not use this training guide at your tax preparation site. It is designed for
training purposes only. Take the Volunteer Resource Guide and Publication 17 with you
for use at the site. Your Site Coordinator should be able to provide access to the
following key resources as well:

« Instruction booklets, schedules, and worksheets for .

Forms 1040, 1040A, and 1040EZ Recipients of government
» Tax information publications that are frequently used property and equ'p.ment mufSt
. . certify that the equipment will
at the sites (e.g., Publication 596, Earned Income be used for volunteer tax
Credit, Publication 972, Child Tax Credit, Publication | return preparation purposes.
3, Armed Forces Tax Guide, etc.) Commercial and certain
personal uses of the property
» Equipment and supplies along with security may terminate the agreement.
requirements and use restrictions This applies to hardware and

software, as well as supplies.
* Volunteer Quality Alerts \ J

You may also reinforce your tax law training by viewing online training resources such
as Link & Learn Taxes and Understanding Taxes — e-learning courses on www.irs.gov.

There is also a toll-free tax information hotline available for volunteer use only. If you
have a tax law question and cannot get the answer from your Site Coordinator or your
reference material, you can call 1-800-829-8482 (1-800-TAX-VITA). If you call, be sure
to identify yourself as a volunteer. Do not give this
phone number to taxpayers. The volunteer hotline

is generally available from February 1 until the filing
deadline. This number can be found on the back cover
of the Volunteer Resource Guide.

Handy contact information
is listed near the back of the
Volunteer Resource Guide.

How do | get started using the tax software?

If you are working at a site that uses tax preparation software, you will need to become
familiar with the particular software package being used at your site. IRS contracts with
a specific software company to provide software for use in the VITA/TCE program. The
current provider is TaxWise from CCH/UTS.

Since the majority of sites use this package, IRS training materials are geared to the
use of TaxWise (desktop version) and TaxWise Online (TWO) (internet based version).

Your instructor and/or Site Coordinator will provide you with the information and
passwords required for logging into the program for training and/or tax preparation
purposes. How to Use the Guide in the Volunteer Resource Guide will provide more
information for making a comparison.

1-8
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Where do | find information about TaxWise and TaxWise Online?

The Volunteer Resource Guide provides general
information and helpful hints for using TaxWise under
the yellow tabs. Information specific to the TWO
version is listed under the blue tabs. Information about
completing the return is listed under the Finishing the
Return tab.

Only use the Override
Function in TaxWise with
permission from your
instructor or Site Coordinator.

Summary

Welcome to the VITA/TCE program. Remember:

» Make sure you have the resources and support you need to provide each
taxpayer with high quality service and an accurate return

» Areturn is accurate when tax law is applied correctly and each taxpayer’s
supporting documentation (including an approved intake and interview sheet)
supports the entries on the return

» Know your rights and responsibilities and uphold the integrity of the
VITA/TCE program

* Prepare returns:
- that are within the scope of the VITA/TCE program
- for which you have been certified

» Use VITA/TCE equipment and supplies (including hardware and software) for their
intended purposes

» Complete the “Are You Ready to Get Started?” assessment in the Volunteer
Resource Guide prior to assisting taxpayers to determine if you have everything you
need to provide top quality professional service

Course Introduction
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Screening and Interviewing
|

Introduction

This lesson assists you in developing interview and screening skills that will assure
taxpayers that you have their best interest at heart and provide you the information
necessary to prepare a complete and accurate return. You will be introduced to the
tools available to help you conduct a probing interview during the taxpayer’s initial
screening for program eligibility.

A probing interview to determine important facts about the taxpayer is required before
and during the preparation of the tax return as well as during the quality review
process. The verbal and written information gathered during the intake and interview
process will be used to prepare the taxpayer’s return and to conduct a quality review of
the return after it is completed.

Objectives

At the end of this lesson, using your resource materials, you will be able to:
» Describe the elements of the intake and interview process
» Locate the tools that will assist you in Publication 4012, Volunteer Resource Guide

» Use the various communications techniques necessary to successfully elicit the
information needed to prepare a complete and accurate return such as:

- Building rapport
grapp What do | need?

O Approved Intake and
Interview Sheet

- Asking effective questions

- Using active listening
O Volunteer Resource Guide

- Overcoming communication barriers O Approved Quality Review

Sheet

What is included in the intake and O Optional: Publication 4475
interview process?

When taxpayers arrive at a site, they should each be given an approved intake and
interview sheet. During the intake process, you or a certified screener will use the
approved intake and interview sheet to screen taxpayers for program eligibility and
validate the information they have provided. Throughout the screening process, listen
for clues that will assist in completing the return — marital status, number of children,
relatives living with them, childcare expenses, potential to qualify for credits, unreported
income (e.g., cash transactions), etc.

The intake and interview process must include the following (at a minimum):

» An interview with the taxpayer that includes explaining the tax preparation process
and encouraging them to ask questions throughout the interview process

» Use of an approved intake and interview sheet

» Confirmation of the accuracy of the taxpayer’s responses provided on the front of
the approved intake and interview sheet by a certified return preparer

Screening and Interviewing 2-1



» Use of probing questions to ensure complete information is gathered
* Review of all supporting documentation, Form(s) W-2, 1099, etc.

* Request for missing or incomplete documentation, if applicable

As you work with the taxpayer, apply these interview techniques:
+ Building rapport

» Asking effective questions

» Using active listening skills

» Overcoming communication barriers

Where do | find the tools to assist me with this process?

The tools to assist you during the screening and inter-
view process are included in the introductory section
of the Volunteer Resource Guide, which is part of your
training kit.

Form 13614-C, Intake/
Interview & Quality Review
Sheet, in the Volunteer

Resource Guide, is the IRS

How do | use the tools? e

How do | use the approved intake and interview sheet?

Every volunteer tax preparation site gathers taxpayer information using an approved
intake and interview sheet. No matter which approved intake and interview sheet you
use, it must ask for the basic intake information needed for a complete and accurate
return.

You will ask the taxpayers to complete Parts | through IV of the approved intake and
interview sheet before meeting with you. Review their responses with them to ensure
accuracy. You may assist taxpayers with their entries on page 1. As you conduct your
interview, you will complete Part V of the form together.

Using the interview skills explained in these lessons, you will review each item on the
approved intake and interview sheet with the taxpayer before you complete the tax
return.

If a correction to the taxpayer’s information is required during the intake and screen-
ing process, it should be annotated on the approved intake and interview sheet prior to
completing the return. These notes expedite the tax return preparation and the quality
review process.
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How do | use the Volunteer Resource Guide?

The Volunteer Resource Guide will help you as you / - N\

interview the taxpayer. It includes decision trees,

interview tips, and other information to gather, clarify, Information from the Volunteer
. . . Resource Guide is referred to

and verify the taxpayer’s information on the approved

. . . throughout this training. You
intake and interview sheet. must use it at your VITA/TCE

e . site, so refer to it often during
The Volunteer Resource Guide is divided into four class to prepare for your

majOI' sections — General Information, Tax LaW, prayer interviews.
TaxWise and TaxWise Online: J

* General information located in the front section and the covers of the book offers
guidance and a copy of Form 13614-C, Intake/Interview & Quality Review Sheet

» White tabs contain tax law in the form of decision trees, charts and interview tips

* Yellow tabs contain step-by-step procedures for electronic return preparation using
TaxWise software

» Blue tabs contain information specific to users of the web-based option for TaxWise

TaxWise Online users should take advantage of both the yellow and blue tabs as mate-
rial which is universal for both applications will be contained in the yellow tab section.

How do | conduct a quality review?

An approved quality review sheet will assist you in identifying where errors commonly
occur on the tax return. Use it to check the completed return before the taxpayer signs
the return and leaves the site.

The use of an approved quality review sheet is discussed in detail in Lesson 32, Quality
Review of Tax Return. It can be referenced during the intake process to alert you to
areas of emphasis that will be important during the quality review.

This year, the IRS Intake and Interview Sheet and the Quality Review Sheet have been
combined into Form 13614-C, Intake/Interview & Quality Review Sheet. The intake and
interview sheet now comes only in this format. Form 8158, Quality Review Sheet, can
still be ordered as a separate form and, except for the heading, is identical to the qual-
ity review sheet in Form 13614-C.

Screening and Interviewing
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@ TaxWise Hints: Partners may use forms provided in the TaxWise software in
lieu of an approved intake and interview sheet. When choosing this option, the volun-
teer preparer must ensure that all required questions are asked by using the following
TaxWise worksheets:

1.
2.
3.

4.
5.

Main Information Sheet (mandatory)
Interview Sheet (Interview Questions) (mandatory)

Dependent Worksheet (Dependent Exemption Eligibility Due Diligence Worksheet)
(if required)

Head of Household Worksheet (if required) and

Earned Income Credit Worksheet (if required)

Partners choosing this method must provide paper copies of the TaxWise forms, or
access to the forms online, to the reviewer conducting a quality return review.

How do | welcome and screen the taxpayer?

How should | welcome the taxpayer?

Here are suggestions for welcoming the taxpayer: ~ - N\
Greet the taxpayer and introduce yourself

If not shown in class, ask your
Take a few moments for small talk (weather, instructor about Publication
traffic, etc.) 4475, Interview Techniques,

which is available in DVD or
Explain the screening, tax preparation and quality VHS. It is an excellent demon-
review processes stration of the entire intake

@d interview process. J

Explain that you will complete Part V of the

approved intake and interview sheet together, after they complete Parts | through 1V

Ask if the taxpayer has any questions

Here is an example of how Jorge, a volunteer welcomed Bill, a taxpayer:

2-4
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/ SAMPLE INTERVIEW \

VOLUNTEER SAYS... BILL RESPONDS...
Hello, I'm Jorge. How are you today? Hi, I'm Bill. I'm fine. How about you?
I'm fine, thanks. Did you have any trouble finding the place? It wasn’t too bad. The traffic was

terrible though!

Yes, especially this time of day. Did the receptionist ask you to Yes, | have it here.
complete an intake sheet like this one?

Thank you. I'll have to see your photo ID and social security card If I sign and date it, do | have to mail
and then I'll check your income to make sure you qualify for volun- it right away?

teer assistance. Next, we’ll go over your information together and

make sure it's complete. Then I'll input the information into the

computer to create your tax return. Finally, I'll go over the return

with you, and have it reviewed for accuracy. You will then be able

to sign and date it. Do you have any questions?

I’'m glad you asked that. We normally file your return electronically, | don't think so.
so you won'’t have to mail your return at all. Do you have any other
questions before we look at your intake sheet?

Okay, but please feel free to ask questions as we go along. Sure, | appreciate that, thanks.
The tax process isn’t always clear to people, so it’s always good

to ask, okay?
\_ )

How can | screen the taxpayer for eligibility?

When the taxpayer indicates that their portion of the approved intake and interview
sheet is complete, begin the interview to complete the form and then screen the
taxpayer for eligibility for the volunteer program. Screening methods differ between
volunteer sites, but here are suggestions for this step:

» Ask the taxpayer for their approved intake and interview sheet.
» Verify the taxpayer’s identity with a picture ID or other acceptable method.

» Compare social security numbers (SSNs) or Individual Tax Identifying Numbers
(ITINs) with social security cards or other acceptable documentation taxpayer has
brought.

* Review the taxpayer’s income information, such as Form(s) W-2, and Form(s)
1099, to determine if they fall within the scope of the volunteer program. Your
Site Coordinator and/or instructor will let you know the tax return criteria for your
program. If they do not fall within the scope of the program:

- Courteously explain that volunteer services are limited to those who fall within the
scope of the program and why they do not qualify.

- Encourage the taxpayer to use the information they recorded on the intake and
interview sheet in working with another tax preparation service.

- Thank the taxpayer for coming and express regret that you cannot assist them.

+ If the taxpayer qualifies for volunteer assistance, begin the interview and complete
the approved intake and interview sheet. If taxpayers qualify but do not have all
the necessary documentation, provide guidance necessary for them to acquire the
documentation.
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Here is an example of how a volunteer screened taxpayer Robert Cornell for

assistance:

VOLUNTEER SAYS...

SAMPLE INTERVIEW

ROBERT RESPONDS...

Mr. Cornell, you might be aware that the volunteer program is
limited. We are volunteers and can only do tax returns within the
scope of our training. Did anyone let you know that?

Well, we’'ll certainly do whatever we can. First, let’s look at your
Form W-2, interest statements, and anything else that reports
your income. May | look at those?

I’'m sorry to tell you, but rental income is outside the scope of
volunteer training. I'm afraid we won’t be able to help you.

I'm afraid so. However, you are welcome to take the intake sheet
with you — it may be helpful as you work with another preparer to
complete your return. I'm sorry we weren'’t able to work together.

Qes, but thank you so much for coming in.

No, not really. | hope you can help
me.

Sure, here they are. | also own a
duplex and collect some rent from it.

Well, me too, but rules are rules,
| guess.

Okay, thanks anyway. /

How do | conduct a probing interview?

As you become experienced with interviewing taxpayers, you will develop your own
approach. Use the techniques you will learn in the next section, such as building
rapport, asking effective questions, and active listening. As you use these techniques in

an interview, be sure to cover these points:

* Review the taxpayer’s portion of the approved intake and interview sheet.

» Ask if they were uncertain about any responses. Reassure them that you will help

them complete the form accurately.

» Explain the tax preparation process and encourage them to ask questions through-

out the interview.

» For each part of the approved intake and interview sheet, use the Interview Tips or a
Decision Tree in the Volunteer Resource Guide to probe for accurate and complete

information.

Open the Volunteer Resource Guide to the Decision Tree and Interview Tips located
behind Tab B. The sample interview below demonstrates how a volunteer uses these
tools to conduct a small part of a probing interview with Regina Reinhardt about which

filing status is appropriate:
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VOLUNTEER SAYS...

SAMPLE INTERVIEW

REGINA RESPONDS...

Ms. Reinhardt, were you uncertain how to answer any of the
questions on the intake sheet?

Okay, as we go over that part. I'll explain a little more about what
they are looking for. You should feel free to ask questions. Fair

I’'m going to ask you a few questions that will help us determine
the best filing status for you and then we will go over your depen-
dent information. First, | see from your intake sheet that you were
married as of the last day of the tax year. Is that right? (Step 1)

Okay, do you plan on filing a joint return with your spouse?
(Step 2)

Yes, of course. Let’s assume for now that you will file separately,

Yes, actually | had trouble with the
dependents section.

Yes, | was, but my husband and |
were living apart.

That's right. But we were still legally
married.

Well, I'm not sure... | don't really like
the idea of it. | was thinking of filing
separately. Can | do that?

Yes, they lived with me.

and I'll ask you a few more questions. | see that you have two
Q:hildren. Did they live in your home during the tax year? (Step 3)

As you can see, the volunteer used the tips in a natural and personal way. You will
learn more about this approach in this lesson’s section on interview techniques.

WA

.Ml EXERCISES

Read the interviews and then answer the questions that follow. Answers are
located after the lesson summary.

~

Question 1: From the list below, mark all the things the volunteer did.
* Greeted taxpayer
* Introduced himself or herself
* Made small talk
» Explained screening and tax preparation processes
» Asked taxpayer to complete the approved intake sheet to the best of their ability

» Asked the taxpayer if they had any questions

SAMPLE INTERVIEW

ROBERT RESPONDS...

I’'m here to do my taxes.

KCome back to me. Do you have any other questions? No, thanks... | guess!

N J
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4 EXERCISES (continued)

Question 2: From the list below, select all the things the volunteer did.

Reviewed the approved intake and interview sheet
Asked if taxpayer was uncertain about any responses
Reassured taxpayer that they would help them complete the form

Encouraged questions

SAMPLE INTERVIEW

ROBERT RESPONDS...

VOLUNTEER SAYS...

Ghal/ we begin?

Okay, let’s take a look at your intake sheet. Did you have any Yes, | wasn’t sure what this ques-
questions about filling it out?

Okay, don’t worry. Let’s start at the beginning and go step by step. That will help!
When we get to those questions, I'll explain what they mean, and
we'll try to answer them together. How does that sound?

Please feel free to ask questions as we go over the intake sheet. Yes, let’s get started.

tion meant, and this one here.

N

How do | use the interview techniques?

What are the techniques?

As you use the intake and interview tools, you will need to put the taxpayer at ease and
keep communication open. Applying these techniques can help you do that:

* Building rapport

« Asking effective questions

* Using active listening skills

« Overcoming communication barriers

How do | build rapport?

You want the taxpayer to feel comfortable with you. Try to establish the taxpayer’s trust
and confidence from the beginning. As you welcome the taxpayer:

» Be friendly and respectful

* Have materials organized

» Speak clearly and simply

Explain the process and make sure the taxpayer understands what will happen next.

Encourage the taxpayer to ask questions. The sample interview presented earlier in

this lesson is a good example of how a volunteer built rapport with a taxpayer.

2-8

Screening and Interviewing



How can | ask effective questions? e - ™\

Working with a taxpayer requires you to ask many _ )
. . Asking open-ended questions
questions. You may feel that you are prying. You are lets the taxpayer decide what

not. You're eliciting the information needed to file an is important, and that can help
accurate return that allows taxpayers to enjoy all the you discover special situa-
benefits or credits they are due. When you start an tions. For example, “What

. . . changes have you had this
interview, use one or two open-ended questions. year that might make your tax
These kinds of questions require more than a simple situation different from last
Yes/No answer. year?” and “What more can

you tell me about that?”
Even questions on the approved intake and interview \ J
sheet that simply ask for a Yes/No response may
confuse a taxpayer. A good approach is to ask the first key tax question and then
explain why the information is necessary. This helps the taxpayer give a more accurate
and focused answer.

Avoid asking leading questions because they make the taxpayer feel you have a
specific answer in mind. Do not make assumptions about taxpayers — let them speak
for themselves.

Here is how a volunteer used effective questioning with Dorothy Stone:

/ SAMPLE INTERVIEW \
VOLUNTEER SAYS... DOROTHY RESPONDS...
Okay, Ms. Stone, | need to get some basic information today so My W-2s and interest statements.

we can complete your return. Before we do that, what tax docu-
ments did you bring with you today? [open-ended question]

When we sat down, you mentioned that you and your husband Oh, yes, sorry. Here it is.
separated or divorced last year. Did you bring any paperwork
related to that?

Okay, that’s good. Let’s go over your intake sheet. Were you still Well, we went to court and filed for
married on December 31st of last year? What | mean to ask is, the divorce on September 1st, but
“did you receive a final decree of divorce by December 31st?” we won'’t have a final decree until
I need to ask so I can figure out how you should file. the end of February, or beginning of
[question with explanation of why it is needed] March of this year.
| see, thank you. Now that we have clarified your marital situation, Okay.

Qve can determine which exemptions you can claim. j

How do | use active listening skills?

Active listening shows that you are paying close attention. It reassures the other person
that you care about what they have to say and that they can trust you. We all use active
listening when we are truly interested in what someone is saying. Here are ways we
show that we are actively listening:

» Using nonverbal cues such as nodding, smiling appropriately, and making eye contact
» Letting the other person take the time they need to express themselves
* Responding by restating what the other person has said to ensure that you understand

» Expressing sympathy or other appropriate emotions
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Here is how a volunteer demonstrated active listening in an interview with Marsha:

VOLUNTEER SAYS...

SAMPLE INTERVIEW \

MARSHA RESPONDS...

| see that you left blank the question about whether you were Yeah, | wasn’t sure what to put
living with your spouse on December 31st. there. My situation was kind of

| see. [nodding] Can you tell me a little more? | guess so. My husband moved

| see. Thank you for the information. | know how difficult a situa-

complicated at the end of last year.

out in October, but he comes back
sometimes to visit the kids.

tion like that can be. [expressing sympathy] /

How can | overcome
communication barriers?

The introductory information in
the Volunteer Resource Guide
contains interview steps and
suggested actions.

Communication can hit a barrier if the taxpayer
becomes upset or defensive. When this happens,

you can often overcome barriers by showing that you
understand the taxpayer and care about their concerns,
feelings, and needs. Here are a few ways to do that:

* Do not become upset
» Reassure the taxpayer (Example: “| hear you” or “l understand”)
» Keep on track by asking the tax question

* Provide a motivator (Example: “This is difficult, but | need this information so | can
make sure you are allowed all the benefits available to you.”)

* Use your active listening skills
« Allow the taxpayer enough time to respond
- If the taxpayer is silent, encourage them by saying, “Tell me more about that...”

- If the taxpayer is upset, show that you understand by paraphrasing what they
have told you

Here is an example of how a volunteer overcame barriers to communicating in an inter-
view with Jack Butler:

2-10
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N

VOLUNTEER SAYS...

SAMPLE INTERVIEW

MR. BUTLER RESPONDS...

I’'m sorry, according to this information, you don’t
qualify for the deduction.

[not upset, sympathetic] / understand, Mr. Butler,
nobody wants to pay more taxes. [paraphrasing,
understanding] Keep in mind that we’re still trying to
identify the deductions you can take, so your taxes
will be as low as possible. Let’s look at the next set
of deductions, okay? [did not become upset, kept on
track by asking the tax question]

Take your time, Mr. Butler. Tell me more when you
are ready. [gave taxpayer time to respond, asked him
to “tell me more”]

Well, it makes sense that you would be concerned
about being able to pay your tax bill on time.
[paraphrasing] Now, if you end up owing more in
taxes, we can discuss some possible options for
ayment. Shall we keep looking for deductions?

What? Are you saying that | can’t take that deduc-
tion? That means | am going to owe taxes! | thought
| was going to get a refund! | can't afford to pay
more taxes!

Okay, | know, you're trying to help. I'm just afraid
that...[silent]

Yes, thank you. Let’'s go on.

What happens next?

Based on what you learn from the taxpayer’s approved
intake and interview sheet and from the interview, you
have three options:

Advise the taxpayer that their return is outside the
scope of your training and seek assistance from
your Site Coordinator. If there is another volunteer
available who has the appropriate training, they can
take over the interview.

o \

Successful volunteers express
empathy, understanding and
compassion for all types of
people. Overcome barriers

by letting taxpayers know you

understand and care about

&hem.

Advise the taxpayer that their tax situation is outside the scope of the program, or

Assist the taxpayer with their return, request assistance from your Site Coordinator
as needed. If the taxpayer qualifies but does not have all the necessary documenta-
tion, provide guidance necessary for them to acquire the documentation.

If the taxpayer’s return is within the scope of the program and their tax situation is
covered in your certification, you may complete their return. Refer taxpayers whose tax
situations are outside your scope of training, experience and certification to your Site
Coordinator and/or to a professional tax preparer.

If tax preparation assistance is not provided, return the approved intake and interview
sheet to the taxpayer.

After the return is completed and the quality review is finished, the approved intake and
interview sheet can be returned to the taxpayer along with a copy of their return(s) or
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it can be retained until the return has been accepted. For guidance on proper proce-
dures, consult the Site Coordinator at the site where you are volunteering.

Summary

Knowledge of tax law and interview skills are required to identify taxpayers who qualify
for volunteer return preparation assistance and to conduct effective probing interviews.
Good interview techniques, combined with IRS or partner-developed tools, make the
interview more effective and comfortable for you and the taxpayer. Remember, estab-
lishing rapport and educating taxpayers produces accurate returns.

Having the ability to communicate with all types of people, knowing where and how
to get “the right answer,” understanding and applying tax law, and preparing accurate
returns are the skills you will need to be a successful volunteer.

Necessary tools are:

* Approved intake and interview sheet

» Volunteer Resource Guide / - \

» Approved Quality Review Sheet During the sereening and

. . . ] interviewing process, strive
Helpful interview techniques are: to acquire the information
needed to prepare 100%

e Building rapport
g rapp accurate returns, and make

» Asking effective questions notes on the approved
) . ) ) . intake and interview sheet.
» Using active listening skills Remember, a return is accu-

rate when tax law is applied
correctly and the return is

_ ) . based on information acquired
When assisting taxpayers, safeguard the confidential during this process.
information they share with you. K J

» Overcoming communication barriers

~

/ m EXERCISE ANSWERS

Answer 1: The volunteer did a very poor job on almost all counts. The only thing
he did right was ask if the taxpayer had any questions, but he did that rudely.

Answer 2: The volunteer did all of the recommended things and did them
courteously!

N

/
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Filing Basics
-

Introduction

This lesson will help you determine which taxpayers must or should file a tax return.
You will also find information on how to verify a taxpayer’s identity, which form to use,
and how long to keep taxpayer records.

Objectives What do | need?

O Approved Intake and

At the end of this lesson, using your reference Interview Sheet

materials, you will be able to: O Volunteer Resource Guide

» Determine who must file a tax return O Publication 17

» Determine who should file a tax return O Optional: Publication 552
» Verify the taxpayer’s identity

+ Select the correct form to use

* File the return

+ Tell taxpayers how long they should keep certain records and documents

Who must file?

U.S. citizens or resident of the United States must file a return based on three factors
— age, gross income, filing status. There are special rules for dependents, surviving
spouses, U.S. Citizens and residents living outside the U.S., residents of Puerto Rico,
and individuals with income from U.S. possessions.

Remember to use the interview techniques and tools discussed in the Screening and

Interview lesson when determining who must file.

What do | need to know?

To decide whether someone must file a tax return, you need to know the individual’s:
* Age

» Gross income

» Filing status

Publications 17, Chapter 1 — Filing Information contains additional information for
other individuals that must/should file a return — dependents, children under age 18,
self-employed, aliens.

Where do | get information on the taxpayer’s age?

Look at the approved intake and interview sheet for the taxpayer’s date of birth.
Confirm this date during the interview. Refer to the sample approved intake and inter-
view sheet at the beginning of the Volunteer Resource Guide.
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Where do | get information on the taxpayer’s gross income?

An approximation of gross income is enough to see if a taxpayer must file a return.
Gross income is all the income the taxpayer received during the tax year in the form
of money, goods, property, and services that are not exempt from tax. It includes both
earned and unearned income.

The Income section of the Volunteer Resource Guide (Tab D) lists the sources of
income that should be included and excluded in determining a person’s gross income.
You can also refer to the Income lesson.

To approximate gross income:

« Obtain the total of wages, tips, and other employment compensation reported in box
1 of the taxpayer’s Form(s) W-2

* On page 2 of the approved intake and interview sheet, review the income questions
with the taxpayer to see if there was any additional income (from investments,

retirement plans, social security, unemployment, /—
or other income not reported on Form W-2 or Form - \

1099) and determine each amount. Take a look at Do not include social security
Parts Il and IV on Page 2 of the sample approved benefits when determining
intake and interview sheet at the beginning of the filing requirement unless the

taxpayer is married, filing a
separate return, and lived
with their spouse at any time

Volunteer Resource Guide.

Total the above amounts of income to determine the during the tax year.
taxpayer’s approximate gross income. K J

Where do I get information on the taxpayer’s filing status?

Taxpayers may or may not know which filing status to use. For the purposes of
determining whether a person must file a return, narrowing the choices down to the
most likely filing status(es) is adequate in most cases.

example

Based on the approved intake and interview sheet shown below, this taxpayer will
most likely use the Married Filing Jointly filing status.

3-2
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Check the Taxpayer Information section of the approved intake and interview sheet for:
» The taxpayer’s marital status

»  Whether the taxpayer can be claimed as a dependent on someone else’s
tax return

» The taxpayer’s potential dependents

Use the Volunteer Resource Guide’s Determination of Filing Status decision tree and
the Interview Tips, (Tab B) for helpful probing questions.

Who is legally required to file a federal tax return?

To determine whether a taxpayer is legally required to file a return, start with the
Volunteer Resource Guide (Tab A), Who Must File — Chart A-For Most People and
Chart B-For Children and Other Dependents table. Turn to that table now and review
the dollar amounts in both Charts A and B.

example

Lucy, is 36 years old, single, and her gross income is $20,000. She must file a tax
return and will use the Single filing status.

example

Henrietta and Javier are married and plan to file a joint return. Henrietta is 67 and
had a gross income of $11,000 for the tax year. Javier is 66. His gross income was
$5,000 for the year. Since their combined gross income is $16,000, they do not
have to file a return.

For Special Situations

If the Who Must File charts show that an individual is not required to file a return, then
continue to the Who Must File—Other Situations When You Must File in the Volunteer
Resource Guide (Tab A) to see if any of the following special conditions require the
person to file.

Some of the most common situations you may see when individuals are legally
required to file a return are:

« Self-employed with net earnings of $400 or more

* Advanced Earned Income Tax Credit payment recipients who have an amount in
Box 9 of their Forms W-2

+ Taxpayers who owe Special Taxes

. 7 R

.Ml EXERCISES

Refer to the Who Must File section of the Volunteer Resource Guide to answer
these questions. Answers are at the end of the lesson summary.

Question 1: Bob is 27 years old. His gross income was $9,050 during the tax year.
Based only on this information, is he required to file a tax return?
O Yes O No

N /

Filing Basics
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4 Ll EXERCISES (continued) N
Question 2: Janet and Harry are married and usually file jointly. During the tax
year, she turned 66 and he turned 64. Their gross income was $16,200. Based only
on this information, are they required to file a tax return? [1Yes [ No

Question 3: Juanita can file as a Qualifying Widow with Dependent Children. She
is 47 years old. Her gross income was $15,400. Based only on this information, is
she required to file a tax return? [1Yes [JNo

/

Who should file?

Even if an individual is not required to file a tax return, they should file a return to
get money back if they qualify in certain situations. Remember to use the interview
techniques and tools discussed in the Screening and Interviewing lesson.

Who should file a federal tax return?

Although some individuals may not be required to file, they should file a return if they
are eligible to claim:

» Arefund of withheld taxes

* The Earned Income Credit (EIC)

« The Additional Child Tax Credit

* The Health Coverage Tax Credit

» The Recovery Rebate Credit

Taxpayers who should file may be entitled to a tax credit and filing a return is the only
way to get it.

These items are listed in the Volunteer Resource Guide (Tab A) Who Must File section,
Chart D — Other Situations.

Individuals who are not required to file a return and who would not benefit from filing a
return can reduce the cost, time, and effort of unnecessary processing by not filing
a return.

How do I find out if a taxpayer is eligible to claim a refund?

To determine whether a person should file a return in order to claim a tax refund or
refundable tax credit, check the taxpayer’s:

* Form(s) W-2 (boxes 2 and 17) and Form(s) 1099

* The Family and Dependent Information section of the approved intake and
interview sheet
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The taxpayer may qualify for a tax refund, Earned Income Tax Credit, and/or Additional
Child Tax Credit if:

» Federal or state income tax was withheld on any income form, and/or

» The taxpayer had earned income, and/or /—
» The taxpayer has a qualifying child -

The Earned Income Tax Credit

When in doubt, it may be worthwhile to begin a tax may apply with or without a

return for the taxpayer and then file the return only if child. See the Eamed Income
S Credit and Child Tax Credit

the taxpayer is eligible for a refund. lessons for details on

Refer taxpayers who may qualify for the Health ?etermcijr?ting eligibility for these

Coverage Tax Credit to a professional tax preparer. QX crears. j

How do | verify taxpayer identity?

To verify a taxpayer’s identity, use the interview tech- -

niques and tools discussed in the Screening and Identity documents consist

Interviewing lesson. of a driver’s license (U.S.),
employer ID, school ID, birth
certificate, state identifica-
tion card (U.S.), Military D,
Before you enter the taxpayer identification information | national identity card, visa, or

. . . . passport. However, any other
on the tax return, you should first verify the identity of valid form of identification that
the taxpayer(s), the accuracy of each SSN (or ITIN), would normally be used to
and the spelling of names entered on the taxpayer’s qove identity is acceptable-J

approved intake and interview sheet.

What documents do | use to verify identity?

» Ask to see a social security card, an ITIN letter, or other legal document for each
individual who will be listed on the return

» Ask to see proof of identity for the taxpayer (and the spouse if filing a joint return)
» Verify the SSN (or ITIN) and proof of identity are for the same person

» Verify the SSN (or ITIN) and the spelling of each individual’s name on the social
security card or other acceptable documents match the information you enter on the
tax return

» Verify the address and birth date on the approved intake and interview sheet
matches the information on the identification and discuss any discrepancies with
the taxpayers

» Make sure the taxpayer understands how critical it is to have the correct information
in order to receive any age-related tax benefits

Taxpayers who cannot substantiate their identity should seek professional tax assistance.

What are Taxpayer Identification Numbers?

IRS regulations require that each person listed on a
U.S. federal income tax return have a valid Taxpayer
Identification Number (TIN). The types of TINs are:

Some Canadians have both
U.S. and Canadian social
security numbers. Never use
the Canadian number on a
U.S. tax return.

» Social security number (SSN)
» Individual Taxpayer Identification Number (ITIN)
» Adoption Taxpayer Identification Number (ATIN)
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Who has a social security number?

Any individual who is legally eligible for employment in the United States must have a
social security number (SSN).

Who has an Individual Taxpayer Identification Number?

Some individuals who need to file tax returns do not have social security numbers. The
IRS issues an ITIN to nonresidents and others living in the U.S. who are required to
have a U.S. TIN but who are not eligible to obtain SSNs.

The ITIN contains nine digits and is formatted like an SSN (XXX-XX-XXXX), but begins
with the number 9. You should enter the ITIN on the return wherever the social security
number is requested.

Who has an Adoption Taxpayer Identification
Number?

Taxpayer, spouse, and depen-
dent name and social security
number mismatch is rated
as one of the top 5 errors in
processing a tax return.

Taxpayers who are in the process of adopting a child
and who are able to claim the child as their dependent
or are able to claim a childcare credit need an ATIN for
their adoptive child.

Taxpayers who cannot obtain an SSN must apply for an ITIN if they file a U.S. tax return or
are listed on a tax return as a spouse or dependent. These taxpayers must file Form

W-7, Application for Individual Taxpayer Identification Number and supply documentation that
will establish foreign status and true identity. A federal tax return must be associated with all
Form W-7 applications with exceptions as noted in the instructions for Form W-7.

The IRS issues an ATIN for the child while final
domestic adoption is pending, and the adopting
taxpayers do not have the child’s SSN.

Like an ITIN, the nine-digit ATIN begins with the
number 9. You should enter the ATIN on the return
wherever the child’s social security number is
requested.

What are acceptable documents if the taxpayer
doesn’t have a social security card?

For individuals who do not bring their social security Driver’s licenses and
card, you may accept either of the following:

passports are not acceptable
substitutes for social security

e An SSA letter or TIN cards.
*« An ITIN card or letter

3-6
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What if the taxpayer doesn’t have an SSN or ITIN?

For individuals without a valid SSN, explain that they must have a taxpayer iden-
tification number before you can assist them. Direct them to the Social Security
Administration and advise them to complete Form SS-5, Social Security Number
Application. If the individual is not eligible for an SSN, refer them to the IRS for Form
W-7, Application for Individual Taxpayer Identification Number.

For a taxpayer who cannot obtain an SSN and has not yet applied for an ITIN, you can
use a temporary identification number to prepare the return in TaxWise. Turn to Apply
for an ITIN, (Tab 1) in the Volunteer Resource Guide.

When preparing a tax return for an ITIN application, include all Forms W-2, even if the
TIN on the W-2 does not belong to the taxpayer. Do not change any information on the
W-2. Send it in with the return as is. Since it is not going to be transmitted electronically,
it does not matter if the TIN does not match in TaxWise.

Attach the tax return behind Form W-7, Application for Individual Taxpayer Identification
Number along with documentation that will establish foreign status and true identity and
have the taxpayer submit according to Form W-7 instructions.

+ Ifitis not available at the volunteer site, the taxpayer can obtain Form W-7 by calling
the IRS at 1-800-829-3676 (1-800-TAX FORM) or at www.irs.gov

 If taxpayers need assistance in completing Form
W-7, refer them to an IRS walk-in office or for
professional assistance unless a volunteer at that
site has been trained in completion of Form W-7 or

If preparing the return on

paper, leave the TIN spaces
on the return blank and follow
an authorized acceptance agent is available the W-7 procedures.

What if the TIN on the Form W-2 doesn’t match the TIN on the tax return?
SSN (or ITIN) on the taxpayer’'s Form W-2 is expected to match the one you entered on
the tax return. A mismatch will delay return processing and can create serious errors.
Taxpayers with a valid SSN

If the taxpayer’s Form W-2 does not have the correct SSN, you can prepare the tax
return with the materials provided. However, the taxpayer needs to request a corrected
Form W-2 from the employer before submitting the tax return.

Taxpayers with a valid ITIN

Taxpayers who file tax returns under their ITINs (and other taxpayers without valid
SSNs), often attach Forms W-2 showing erroneous SSNs. If such an ITIN/SSN
mismatch occurs:

* Do not change any information on the Form W-2
» Effective in 2006, it is acceptable to e-file a return with an ITIN/SSN mismatch
» The return should reflect the ITIN for the taxpayer, not the SSN on Form W-2

» When inputting the Form W-2(s), the mismatched SSN should be entered exactly as
shown on the Form W-2 issued by the employer

» The taxpayer is not eligible for the Earned Income Credit (EIC)

Filing Basics
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4 EXERCISES (continued)

Question 4: It is your responsibility as a volunteer tax preparer to check the
accuracy of every social security number provided to you by taxpayers.
O True 0O False

How do | enter the identification data?

Turn to the Main Information Screen section in the Volunteer Resource Guide
(Tab 1). Be sure to read all the details and helpful hints for entering the taxpayer’s
identification information.

E TaxWise Hint: Input this section of the return on the TaxWise Main Information
Sheet. TaxWise transfers the information to the appropriate tax form. You have the
option of either filling in the forms or using the interview-based data entry to transfer
the information.

How do | choose the appropriate tax return form?

All taxpayers can use Form 1040. Individuals must meet certain requirements to use
Form 1040EZ or Form 1040A.

E TaxWise Hint: If you are e-filing the tax returns, the IRS does not care which
form is used. You may determine the easiest form for the taxpayer’s benefit. This
information is displayed at the top of the Main Information Sheet.

Form 1040EZ

Of all the tax return forms, Form 1040EZ is the simplest. The one-page form is
designed for individuals who file as either Single or Married Filing Jointly and who
have no dependents. Most individuals who can be claimed as a dependent on another
taxpayer’s return use Form 1040EZ.

example

Trudy, a single 22-year-old full-time college student, is claimed as a dependent on
her mother’s tax return. Last year Trudy grossed $6,100 from her part-time job as
an administrative assistant. Trudy should use Form 1040EZ.

Form 1040A

Form 1040A is a two-page form. Page 1 shows the filing status, exemptions, income,
and adjusted gross income. Page 2 shows standard deduction, exemption amount,
taxable income, tax, credits, payments, amount owed or refund, and signature.

Form 1040A may be filed with certain schedules. Turn to the Which Form to File chart
(Tab A) of the Volunteer Resource Guide to see which types of schedules can be filed
with a Form 1040A.

3-8
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example

Ramon and Julia are married and have two dependents. They will file Married

Filing Jointly. Their sources of income include salaries from their jobs, Ramon’s

pension, and Julia’s IRA. Their combined taxable income was $65,000 for the

tax year. Ramon and Julia can file Form 1040 or 1040A, however, Form 1040A is

recommended.

Form 1040

Form 1040 is a two-page form that contains all the entries on Form 1040A plus entries
for more types of income, itemized deductions, and other taxes. Form 1040 provides

schedules for reporting these various types of income and deductions.

Taxpayers whose taxable income exceeds $100,000 or who have self-employment

income must use form 1040.

example

Cynthia is divorced and will file as Head of Household. She has two children she
will claim as dependents. She owns a medical transcription business and earned
$35,000 in taxable income for the tax year. She plans to itemize her deductions.

Cynthia will file Form 1040.

Which tax form do | select?

When filling out a paper tax return, you can refer to the Tab A, Which Form to File?
table in the Volunteer Resource Guide as you interview the taxpayer.

o \

For taxpayers who filed Form
1040EZ or Form 1040A the
previous year, determine
whether their situation has
changed. It may be to their
advantage to file Form 1040
if additional adjustments or

When using TaxWise, always select Form 1040 from
the Main Information Sheet. Based on the information
you enter when completing the return, the program will
tell you the simplest form to use. All returns filed
electronically are transmitted in the same format
regardless of the form selected.

-
MMl EXERCISES (continued)

deduction. Which is the simplest form that Lenny and
Lisa can use for their tax return?

\Ray can use for his tax return?

Qwer tax!

deductions will result in a

g

Using the Volunteer Resource Guide, answer the following questions.

Question 5: Lenny and Lisa are filing a joint return and have no dependents.
Their combined income was $31,000, which included $35 in taxable interest and
two months of unemployment income for Lisa. They want to take the standard

Question 6: Ray is married, but he and his wife Stella are filing separate returns.
Their combined income was $105,000, but Ray’s income was $64,000, half of
which was self-employment income. Ray is claiming only one exemption for

himself, and he wants to itemize his deductions. Which is the simplest form that

/
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How do I file a return?
Detailed instructions for

completing and filing the return
are covered in the Concluding
the Interview lesson.

A return can be filed by sending in a paper return or by
using IRS electronic filing (e-file).

What is electronic filing?

IRS e-file is a quick and easy alternative to traditional paper returns. Most VITA/TCE
volunteer sites are now set up for filing electronically using TaxWise software.

Electronic filing is faster and more accurate than traditional paper filing. With
e-filing, taxpayers receive their refund in half the usual